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_C-ir11t_i_o_n_a_ry__s_t_at_gqe_qt_: A11 statements in this Quart.erly Report on Form LO-Q that
do not reflect hist,orical information are forward-Iooking stat,ements, within the
meaning of the Private Securities Litsigation Reform Act of 1-995 (as amended).
Forward-looking st,atements include slatements concerning the pending merger wit,h
The Dow Chemj-cal Company (and, with regard to the merger, the Dow Merger);
plans,' objectives; strategies,' anticipated future events or performance,. sales;
cost, expense and earnings expectations; interest rate and currency risk
management; the chemical markets in 2000 and beyond,' development, production and
acceptance of new products and process technologies,. ongoing and planned
capacity additions and expansions; joint vent,ures,' Management's Discussion and
Analysis; and any other stat,ements that do not reflecE historical i.nformation.
Such forward-looking statements are subject to risks and uncertainties.
Important factsors that could cause actual resu}t.s to differ materially from
those discussed in such forward-l-ooking statements include the supply/demand
balance for the corporation's products; customer inventory levels,- competitive
pricing pressures,' raw matserial availability and costs,. changes in industry
production capaciEies and operating rates,' currency exchange rates,- interest
races; globaI economic conditions,' competitive technology positions; failure by
the corporation to achieve technoLogy objectj-ves, achieve cost reduction targets
or complete projects on schedule and on budget; inability to obtain new
customers or retain exist,ing ones; and, with respect to the Dow Merger, failure
to obtain necessary regulatory and other governmental approvals and failure to
satisfy conditions of the merger agreement.



PART I. FINAI{CIAL INFORMATION
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The NoLes to condensed consolidated Financial statements on Pages ? through 1-3

should be read in conjunction with this statement '

I]NION CARBIDE CORPORATION AI{D SUBSID]ARIES
Eolropllspo coxsolroetgo stateMeNT oF tNcoMe

NET SALES

Cost of sales, exclusive of depreciation and
amortization

Research and develoPment
Selling, administr"Li.r" and other "*pt""t" 

(-)

Depreciation and amortization
PartsnershiP income (loss)
Other income - net

INCOME BEFORE INTEREST EXPENSE AIiID PROVISION FOR

INCOME TAXES
Interest exPense

INCOME BEFORE PROVISION FOR INCOME TA]GS

Provision for income taxes

INcoMEoFcoNsoLIDATEDCoMPAI{IESAI{DPARTNERSHIPS
MinoritY interestr
Income iloss) from corporate investments carried

at eguitsY

NET INCOME

Earnings Per common share
Basic
Diluted

Cash dividends declared per common share

(a) Setling, administratrive and other expenses include:
Selling
Administrative
Otrher exPenses

Millions of dollars
(Except per share figures)

gllalit-e-r--e-rlq.e-q-J-qge--10-.



I'NTON CARBTDE CORPORATION AI{D ST'BSIDIARIES
COIIDENSED CONSOLTDATED STATEMENT OF INCOME

Millions of dollars
(Except per share figures)
s_in1qo_n_t_!p__e_qqqq_.t_qge_3_9.4

2 000 L999

NET SALES

Cost of sales, exclusive of depreciation and
amortization

Research and development
Selling, ad,ministrative and. other ercpenses (a)

Depreciation and amortization
Partnership income
Other income - net

INCOME BEFORE INTEREST EXPENSE AIVD PROVISION FOR
INCOME TAXES
Interest expensle

INCOME BEFORE PROVISTON FOR INCOME TAJGS
Provision for income taxes

INCOME OF CONSOLIDATED COMPAI{IES A}ID PARTNERSHIPS
Minority interest
Income (loss) from corporate investments carried

at equity

$_3_,_2le_t__

2 ,669
78

134
204

L2
_____5_0_

279
82

L97
49

.$_ZL8_2_o__

2,137
76

1-27
L99

2
4L

324
66

INCOME BEFORE CT'MULATIVE EFFECT
ACCOUNTING PRINCTPLE
Cumulative effect of change in

OF CHANGE IN

accounting principle

148
3

_____8_2_

,t:

258
66

L92
2

[5.q)

140
(20)

NET INCOME

Earnings per common share
Basic -

Income before cumulative effect
in accounting principle

Cumulative effect of change in
Net income

of change

accounting principle

$ 227

$ 1.68

$ L.68

$ 1.6s

$ 120

1.05
(_o_,_1_s_)

0.90

Diluted -
Income before cumulative effect of change

in accounting principle
Cumulative effect of change in accounting principle
Nets income

Cash dividends declared per common share

(a) Selling, administrative and other expenses include:
Selling
Administrative
Other e>q)enses

The Notes tso Condensed Consolidated Financial Stsatements
shoutd be read in conjunction with this statement.

L. 02
(-o_,_1_4)
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_____4_5_
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on Pages 7 through 13
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i L27



UNION CARBIDE CORPORATION A}ID j-IDIARIES

CO!{DENSED CONSOLIDATED BAIANCE SIIEET

g;_1_J-_i-o-n5--q!{o-l-I-tts-

Ag_s_E_r_s_

Cash and cash equivalents
Notes and accounts receivable
Inventories
Other current assets

Total current asseus

Property, Plant and eguiPment
Less : Accumulated dePreciation

ilune 30,
2 000

59
1, 166

743
301

Dec. 31,
L999

4L
L,132

680
297

2,269

9,303
4,687

2,L5O

9,O57
4,536

Net fixed assefs

Companies carried
Otsher investments

Tota1 investmenEs

Other assets

at equitY
and advances

and advances

4,6L6

915
92

4,52L

756
75

1, 007

s25

831

455

Total assets

I,_r4B__r.lr-rjlr-13j3--4t!D--slto-qEEo-L-qEB9:-EagITY
Accounts PaYable
Short-term debt and current portion of long-term debt

Accrued income and other taxes
Other accrued l-iabilities

Total current liabilit'ies

Long-term debt
Postretirement benef it obligation
Other long-term obligations
Deferred credits
Minoriuy stockholders' equity in consolidated
subsidiaries

Stockholders ' equitY:
common stock 

- i::H'i"lrr,Z3l',:::' :i:':hares
(t5'7,57L,933 shares in L999)

Additional Paid-in caPital
Other equitY adjustments
Accumulated other comprehensive loss
Retained earnings
Unearned employee compensation - ESoP

Treasury stock, at cost - 23,4L6,034 shares
(23,428,229 shares in l-999)

Tota1 stockholders' eguitY

Total liabilities and stockholders' equity

TheNotest'oCondensedConsolidatedFinancialstatements
should be read in conjunction with this statement'

$8, 417
======

$ 2e8
1, 109

15
154

i 7,957

$ 32e
782

678

2,LgO

t,758
431
567
652

44

L,789

1,859
438
603
s99

42

L58
193

(2)
(le1)

3 ,697
( 51)

(1, 019)

158
r.6 5

(1)
(150)

3,530
(s6)

(L, 019)

2,785 2 ,6L7

i8,4L7 $ 7 ,957
====== =======

on Pages 7 through 13



UNru-. CARBIDE CORPORATION AND SUBSID- -IIES
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Millions of dollars
Six Months Ended ,June 30,

2000 1999
fncrease (decrease) in

Cash and cash ecruivalents
OPERATIONS
rnc-o-mJ5efore cumulative effect of change in

accounting principle
Noncash charges (credits) to net income:

Depreciation and amortization
Deferred income taxes
Equity in (earnings) losses of joint ventures,

net of cash received
Other

Decrease (increase) in working capibal (a)
Long-term assets and liabilities

Cash Flow From Operations

INVESTING
- - c-aii-t-Jr expendi tures

Investments, advances and acquisitions
Proceeds from the sale of

available- for-sale securities
Purchase of available-for-sale securities
SaIe of fixed and other assets

Cash Ffow Used for Investing

FINANCING--ChlngJin short-term debt (3 months or less)
Proceeds from short-term debt
Repalments of short-term debt
Proceeds from long-term debt
Repayments of long-term debt
fssuance of common stock
Purchase of common stock
Pa)ment of dividends
Other

Cash Flow From Financing

EffecL of exchange rat,e changes on cash and
cash equivalents

Change in cash and cash eguivalents
Cash and cash equivalents, beginning-of-period

Cash and cash equivalents, end-of-period

Cash (received) paid for interest and income taxes
fntreres! (net of amount carritalized)
Income taxes

(a) Net change in certain components of working
capital (excluding noncash transactions) :

(Increase) decrease in current assets
Notes and accounts receivabl-e
Inventories
OEher current assets

(Decrease) increase in payables and accruals

(Increase) decrease in working capital
The Not.es to Condensed Consolidated Financial Statements
should be read in conjunction $rith this statement.

I 227

204
58

(57)
(4s)

( 101)

_ _:?'_)
,?t

(322)
(13s)

65
(38)

I

I 140

199
81

68
2t

Q2e)

__i::)

-.,n?
(381)

(62)
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(28)
19

(422) (434 )

340
3

(1-3)

( 1-L4 )
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(61)
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2

(8)
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(s2)
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(50)
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1
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4t
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Consolidated Financial Statements

In the opinion of management, Lhe accompanying unaudited condensed

consolidated financial statements include alt adjustments necessary for
a fair statement of the results for the interim periods' These

adjustments consist of only normal recurring adjustments' The

accompanying statements should be read in conjunction with the Notses to
Financial StatemenUs of Union Carbide Corporation and Subsidiaries ("the

corporationrr or rrUCCtr) in the L999 annual report to stockholders'

unrealized gains and losses resulting from translating foreign
subsidiaries, assets and liabilities into u.s. dollars generally are

recognized as part of "Comprehensive income, " and are included in
,,Accumulated other comprehensive loss" on the Condensed Consolidatsed

Balance sheet until such time as the subsidiary is sold or substantially
or completely liquidated. Translation gains and losses relating to
those -perations located in Latin American countries where

hyperinitation exists and Uo international operations using the U'S'

dollar as their functional currency are included in the condensed

Consolidated Statement of Income'

Comprehensive Income

The following summary Presents t,he components of comprehensive income:

Millions of dollars,

Net income
Other comPrehensive income:

Unrealized gains and losses on
available- for- safe securities,
net of reclassification adjustments
and net of tax

Foreign currency translation
adjusLments

Comprehensive income

3. InvenLorres

Millions of dolIars,

Raw materiats and suPPlies
Work in process
Finished goods

gge_r_t_e_r__EF_de_q

.June 30,
_2:0_9_0. 1-?9e

$l-30 s63

(2s) Q)

Sjrj<_l,lo_n_t]ls__E_qqqq
ilune 3 0 ,

-2_0_0_0- !222_

i227 $120

42

(3s) (ss)

$10 s $r_96

Dec. 31,
!_e_e_e_

$1s2
45

483

$58 0

$67$53

ifune 3 0 ,

?9_0_0.

$17 0
58

51-5

s743



Business and Geographic Segment Information

The corporation has two operating segiments, Specialties c Intermediates
(trS&In) and Basic Chemicals & Polyrners (uBC&p"). The S&I segment
incl-udes the corporation's specialty chemicals and polymers product
lines, licensing, and solvents and chemical intermediat,es. The BC&p
segment includes the corporation's ethylene and propylene manufacturing
operations as well as the production of first-level ethylene and
propylene derivatives-polyethylene, polypropylene, ethylene oxide and
ethylene gIycol. In addition to its operating segments, the
corporatsion's Other segment includes its non-core operat,ions and
financial t,ransactions other than derivatives designated as hedges, which
are included in the same segment as the item being hedged.

Sa1es of the BC&P segment include intersegrment sales, principally
ethylene oxide, which are made at the estimated market value of the
products transferred. The corporation evaluates performance based on
fncome before interest expense and provision for income taxes ("operating
profit").

Millions of dollars,
for the three months ended

'June 30, 2000
Net sales
Intersegment, revenues
Segment revenues
Depreciation and

amortization
Partnership income (loss)
Operatring profit (loss)
Interest expense
Income (loss) from
corporate investments

carried at. equity

Millions of dollars,
for the three months ended

,tune 30, 1999
Net sales
Intersegment revenues
Segment revenues
Depreciation and

amortization
Partnership income (Ioss)
Operating profit (loss)
Interest expense
Income (loss) from
corporate investments

carried ats equi-ty

$1, 125

L,L25

67
I

92

(2)

9eI

FL,674
105

L,'780

LO2
9

153
45

43

s&I BC&P Other Total

Total

s49
106
555

35
L

,:

45

(3)
45

BC&P Other

$l_, 035

1, 036

62
(2)

188

$3 82
54

436

33
(21

(42!.

(18)

$1, 41-8
54

L,472

95
(4)

l_4 5

35

(1_8)

'-

(1)
35



Millions of dollars,
for the six months ended

June 30, 2000
Net sales
Intersegnnents revenues
Segment revenues
Depreciation and

amortization
PartnershiP income (loss)
operating Profit (loss)
Interest exPense
Income (1oss) from
corporate investsmentss

carried at equitY

Millions of dollars,
for the six months ended

.fune 30, 1999
Net sales
Intersegment revenues
Segiment revenues
Depreciation and

amortization
PartnershiP income (loss)
operatsing Profit (loss)
Interest exPense
rncome (loss) from
corporate investsments

carried at equitY

s&r

$2,233

2,233

134
10

L74

s&r

BC&P

BC&P

$7so
LO7
857

74

(7s)

(s4)

Other TotaI

$3,291
205

3 ,496

204
L2

279
82

82

TotaI

$L, 058
205

L,263

70
2

to:

83

1
82

Other

'-

(1)

$2, O7O

2,O'7O

t25
2

396

$2,82O
107

2,92'l

L99
2

324
66

(s0)

'_

3

66

Operating profit for the three and six month periods ended 'June 30' 2000

includes an $18 million gain on shares received and sold in connection with
the demutsalization of Metropolitan Life rnsurance company, a provider of
certain employee benefits programs for the corporation, of which $12 million
and $6 million was recognized by the S&I and' BC&P segment, respectively'

The operating profit of the s&I segiment for the three and six month periods

ended ,fune 30 , r99g includes a $12 million net gain from a litigation
settlement.



5. Earnings Per Share

Millions of dollars,
except per share amounts

Ouarter Ended June 30, Six Months Ended June ?o,
2000 1999 2000 1999

Income before cumulative effect of change
in accounting principle g 130 I G3 S 227 S reo

Cumulat.ive effect of change in accounting
principleJJJ(20)

Net income l_130 S 63 S 227 S 120

BaEic -

weighted average number of shares
outstanding for basic calculation L1!,J35.74O. gjgj4 134,5?s,898 L32,968,9s4

Earnings per share -
Income before cumulative effect of change

in accountsing principl" $O.ge 90.42 $1.69 S 1.05
Cumulative effect of change in accounting

principle-JJ(0.15)
Net income s0.95 s0.47 s1.68 s 0.90

Diluted -

weighted awerage number of shares
outstanding for basic calculation L34,745,140 133,088,1?3 134,5?5,898 L32,968,994

Add: Effect of stock options 3,1?3,330 3,355,490 3,1G5,604 3,113,510
weighted average number of shares

outstsanding for diluted calculation !3fll2,O1O. +35,453,663 L37,?4L.SO2 136.092,504

Earnings per share -
Income before cumulative effect of change

in accounting principle $0.94 $0.45 91.65 g 1.02
Cumulative effect of change in account,ing

principleJJJ(0.14)
Net income glC S0.4G S1.G5 S 0.88

5. Commitments and Contsingencies

The corporatsion has three major agreements for the purchase of ethylene-
related products and tlvo other purchase agreements in the U.S. and
Canada. The net present value of the fixed and determinable portion of
obligations under these purchase commitments at ,June 30, 2OOO totaled
$194 million.

The corporaEion is subject to loss contingencies resulting from
environmental laws and regulations, which include obligations to remove
or remediate the effects on the environment of the disposal or release of
certain vrastes and substances at various sites. The corporation has
established accruals in current dollars for those hazardous lvaste sites
where it is probable that a loss has been incurred and the amount of the
loss can be reasonably estimated. The reliability and precision of the
loss estimates are affected by numerous factors, such as different stages
of site evaluation, the allocation of responsibility among potentially
responsible parties and the assertion of additional claims. The
corporation adjusts its accruals as new remediation requirements are
defined, as information becomes available permitting reasonable estimates
to be made, and to reflect new and changing facts.

l0



At ,tune 30, 2OOO, -/Ie corporation had established 'rironmental remediation

accruals in the amount of $192 million. These accruals have two components'

estimated future expenditures for site investigation and cleanup and

estimated future expendit.ures for closure and postclosure activiCies' In
addition, the corpoiation had environmental loss contringenci-es of
S96 milIion.

The corporation has sole responsibility for the remediation of
approximately40percen!ofitsenvironmenta]-sitesforwhichaccruals
frive Ueen establi;hed. These sites are well advanced in the

investigation and cleanup stage. The corporation's environmental
accruals at ilune 30, 2000 included $153 milLion for these sites' of which

$ao million $ras for est,imated future expenditures for sitse investigation
and cleanup and $11-3 million was for estimated future expenditures for
closureandpostclosureactivities.Inaddition,$6lmilIionofthe
corporation's environmenEal loss contingencies related to these sites'
The three sites with the largest total potential cost to the corporation
are nonoperating sites. of the above accruals, these sites accounted for

956 million, of which $16 million was for estsimated future expenditures
for site investigation and cleanup and $40 million was for estimated
future expenditures for closure and postclosure acEivities' In addition'
s41 mirlion of the above environmental loss contingencies reraEed to
these sites.

The corporation does not have sole responsibility at the remainder of its
environmentat sites for which accrual-s have been established' A11 0f
these sites are in ttre investigation and cleanup stage' The

corporatrion,senvironmentalaccrualsatJune30,2oo0included
$39 million for estimated future expenditures for siue investigation and

cleanup at these sites. In add'ition, $35 million of the corporation's
environmental loss contringencies related Lo these sites' The largest
ttrree of these sites are also nonoperating sitses. of the above accruals'
these sites accounted for g13 million for estimated fuLure expenditures

forsiteinvestigationandcleanup.Inaddit'ion,$]-smitlionofthe
above environmental loss contingencies related to these sites'

In 1gg9, wOrldwide expenses related to environmental protection for
compliance with Federal, state and local laws regulating solid and

hazardous wastes and discharge of materials to air and water' as weII as

for waste site remedial activities, totaled $1L8 milIion. Expenses in
l-998 and 1992 were g9l- million and $100 miltion, respectively' while
estimates of the costs of environmental protection for 2000 are

necessarily imprecise, the corporation estimates that these expenses will
approximat,e the average of the last ttrree years '

The corporation severally guaranteed up tso approximatety $157 million at
ilune 30, 20oo of EQUATE PeErochemical company's ('EQUATE") debt and

working capital financing needs. The corporation has also severally
guaranteed certain sales volume targeLs unLil EQUATE's sales capabiliuies
areproved.Inaddition,ttrecorporatrionhaspledgeditrssharesin
EQUATE as securiLy for EQUATE's debt. The corporation has political risk
insurance coverage for its eguity investment and a majority of itss

guarantee of EQUATE's debt.

The corporation had additional contingent obligations at 'June 30, 2000

totaling $L07 miltion, of which $30 million related to guarantees of
debt.

The corporation and its consolidated subsidiaries are involved in a

number of legal proceedings and claims with both private and governmentral

l1



parties. These covcr a wide range of matters, inclr.stng, but not limited
to: product liability; trade regulation; governmental regulatory
proceedings; health, safety and environmental- matters; employment;
paUenLs; contracLs; taxes; and commercial disputes. In some of these
Iegal proceedings and claims, the cost of remedies that may be sought or
damages claimed is substantsial.

The corporation has recorded nonenvironmental lit.igation accruals of
$131 million and related insurance recovery receivables of $l-l-7 million.
At ilune 30, 2OOO, the corporation had nonenvironmental litigation loss
contingencies of $70 million.

Whi]e it is impossible at this time to det.ermine vtith cert,ainty the
ultimate outcome of any of the legal proceedings and claims referred to
in this note, management believes that. adequate provisions have been made

for probable losses with respec! thereto and that such ul-timate outcome,
after provisions therefor, wil} not have a material adverse effect on the
consolidated financj-al position of the corporation, but could have a

material effect on consolidated results of operalions in a given quarLer
or year. Shoutd any losses be sustained in connection with any of such
lega1 proceedings and cLaims in excess of provisions therefor, they will
be charged to income when determinable-

Accounting Changes

Effective \Tanuary 1, ]-999, the corporation adopted the provisions of the
American Institute of Certified PubIic Accountantsr StatemenU of Position
("SOp") 98-5, rrReporting on the Costs of Start-Up Activities." This SOP

requires the expensing of certain costs, such as preoPerating expenses and
organizational costs associated with an entitsy's start-up activities. In
accordance with this SOP's provisions, on,January J-, 1999, the corporation
recognized a charge of 927 million ($20 million after-tax) as a cumulative
effect of change in accounting principle, the majority of which represented
formaLion cosUs associated with the corporation's joint ventures.

In 1998, the Financial Accounting Standards Board issued SEatement of
Financial Accounting Standards ("SEatement") No. 133, "AccounEing for
Derivative Instruments and Hedging Activities. " It reguires that an
entity recognize all derivative instruments as either assets or
liabilit.ies in the statement of financial position and measure those
instruments at fair value. This Statement, as amended by Statement No.
L37, "Accounting for Derivative Instruments and Hedging Activities -
Deferral of the Effective Date of FASB Statement No. l-33," and Statement
No. 138, ,,Accounting for Certain Derivative InstrumenEs and Certain
Hedging Activities - an amendment of FASB Statement No. L33, " is
effective for all fiscal quarters of fiscaf years beginning after ,June

15, 2OOO. Ttre corporatrion is currently evaluating the effect Statements
No. 133 will have on iEs financial posiLion and results of operations in
the period of adoPtion.

In 1999, the Securities and Exchange Commission issued Staff Aecounting
Bulletin ("SAB") fOf, "Revenue Recogniti-on in Financial Statements," which
summarizes the sEaff's views regarding the application of generally
accepted accounting principles to selected revenue recognition issues.
The corporation is evaluating whether SAB l-01 will cause any change in its
revenue recognition policies and procedures.
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8. The Dow Merger

On August 3, L999, the corporation and The Dow Chemical Company (nDowu)
entered an Agreement and Plan of Merger providing for the merger of a
subsidiary of Dow with and into Ehe corporation. As a result of the
merger, the corporation will become a wholly-owned subsidiary of Dow and
the corporation's shareholders will receive L.511 shares of Dow common
stock for each share of UCC cornmon stock they own as of the date of the
merger. On December 1, L999, t,he corporation's shareholders approved the
merger. On May 3, 2000, the European Commission approved the merger
subject to the divestiture of certain assets and the licensing of certain
technology. The merger is st,ill subject to certain additional conditions
including review by antitrust regrulatory authoriEies in the United States.
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union carbide operates in two business segments. The specialtsies a

Intermediates (nS&Iu) segment converts basic and intermediate chemicals into

a diverse portfolio of chemicals and polymers serving industrial customers in
many markets. This segment also provides technology services, including
Iicensing,totheoilandpetrochemica]sindustries.TheBasicChemicals&
polymers (ilBC&P") segment converEs hydrocarbon feedstocks' principally
liq;efied petroleum las and naphtha, into ethylene or propylene used to
manufacture polyeghyiene, polypropylene, ethylene oxide and ethylene gIycol

for sare to third-party customers, as werr as ethylene, propyrene, ethylene

oxide and ethylene glycol for consumption by the S&I segment' In comparison

withthoseofs&I,therevenuesandoperatingprofitofBC&Ptendtobemore
cyclical and very sensitive to a number of external variables, including
oierall economic demand, hyd.rocarbon feedstock costss, industry capacity
increases and plant operating rates '

rn addition to its business segments, the corporation's ottrer segment

includes its noncore operations and financial transactions ottrer than

derivatives designated as hedges, which are included in the same segment as

the item being hedged'

q_ll4ga-ry

The corporation reported second quarter net income of $130 million' or $0'94
per diluted share ($0.96 per basic share)- For the same quarter in 1-999' the

corporationrePortednetincomeof$53milIion,or$O.4Sperdilutedshare
(go-.47 per basic share). Net income for the six months ended 'June 30, 2oo0

was gZ27 million, or $L.65 per diluted share ($1'68 per basic share) compared

with net income of $140 mitlion, or $1.02 per diluted share ($1'05 per basic

share), before the cumulative effect of a change in accounting principle of
s2O million, or $0.14 per diluted share ($o.r-5 per basic share), for the same

six months of 1999.

consolidated net sales increased 18.1 percent from $l-,4L8 million for the

second quarLer of Lggg to $1,574 million for Ehe second quarter of 2000'

This increase reflects a 20.l- percent increase in average cusLomer selling
pricesslight'lyoffseEbya]..Tpercentdeclineincustomervolume.
consolidaged net sales for the first six months of 2ooo, compared with the

same six months of l-999, increased 16.? percent from 52,820 million to $3'291
million, representing a L7.2 peIcent increase in average customer selling
prices and a slight decline in customer voLume' Increases in average

customer selring prices occurred in both segments, however, the majority of
theincreasecamefromproductsintheBCgPsegment.

The corporat.ion's unit variable margin (revenues less variable manufacturing

and distribution costs divided by customer volume) was l-5'5 cents per pound

in the second quarter of 2000 compared with 14.5 cents per pound for the same

quarter in 1999. Consolidated unit variable margin for the first half of
2000 was 15.0 cents per pound compared with 15.4 cents per pound in the first
half of irggg - Although the ScI segment benefited from rising average selling
prices for the three and six month periods ended June 30, 2000, this benefit
did not fu}ly offset significanE increases in purchased material and energy

costs, which have continued to rise over trhe past several quarters' In
contrast, unit variable margin of the BC&P segment for the three and six
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month perj-ods reflec- - significant improvements as i eases in average
customer selling prices more than offset increases in raw material and energy
costs. Increases in raw material cost,s were partially offset by t,he
corporatrion's increased production of ethylene at a lower cost than if
purchased.

Fixed cost per pound of product sold (fixed manufacturing and distribut,ion
costs, plus research and development and selling, administrative and other
expenses, divided by cusEomer volume) increased from 9.5 cents per pound for
the second quarter of 1999 to L0.1 cents per pound for the same quarter of
2000. For the first half of 2000, fixed cost per pound of products sold was
10.1 cents compared with 9.7 cents for the same period of L999.

Partnership income increased by $r-3 million and $10 million for'the quarter
and six month perJ-od ended rfune 30, 2000, respectj-vely, as compared with the
same periods in L999. These increases primarily reflect higher earnings for
the corporation's UOP and Petromont ventures. Additionally, for the second
quarter of 2000, compared with the same quarter in 1999, the corporation's
Aspel1 partnership showed some improvement from a cost-savin5ls program
completed in the first quarEer of 2000. Income from corporate investment,s
carried at equity increased substantially from a loss of $18 million in the
second quarter of L999 to income of $43 million for the same quarter in 2000
and from a l-oss of $50 million in the first half of 1999 to income of $82
million in the same half of 2000. The majority of the increase during these
periods related to better performance of the corporation's EQUATE and
Polimeri Europa joint ventures.

Other income for the three and six month periods ended .fune 30, 2000 included
an $1-8 million ($11 million after-tax) gain on shares received and sold in
connection with the demutualization of Metropolitan Life Insurance Company
("Met Life"), a provider of certain employee benefit programs for the
corporation. Other income for t.he three and six month periods ended ilune 30,
1999 included a $L2 million net gain ($9 million after-t,ax) from a litigation
settlements.

Operating profit was increased by a reduct.ion in pension expense of $22
million and $46 million for the three and six month periods ended ilune 30,
2OOO, respectively, as compared with tshe same periods in 1-999, the result, of
amortization of investment gains and changes in actuarial assumptions
reflecting long-term investment returns on pension plan assets.

InUerest expense increased $l-0 mitlion and $15 million for the t,hree and six
month periods ended rfune 30, 2000, respectively, as compared with the similar
three and six month periods of 1-999- These increases are the result. of
higher interest rates and additional short-term debt, partly offset by an
increase in capitalized interest related to the corporationrs current capital
proj ects .

The corporation's effective tax rate for the t.hree and six month periods
ended .fune 30, 2OOO and 1-999 was approximately 25 percent.

9_o_Tp_o_r_at_e__M_qt_t_e_r_B_

Interest Rate and Currency Risk Management

The corporation selectively uses financial instruments to manage its exposure
to market risk related Eo changes in foreign currency exchange rates and
interest raLes. The corporatj-on does not hold derivative financial-
instruments for trading purposes.
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At.fune30,2ooo,thecorporationheldopenforeigncurrencyforward
contracts wiLh net notional amounts of $9? million and an unrecognized net

lossof].essthan$1.million.At;rune30,2ooo,thecorporationdidnothold
any derivatives related to its interest rate exposure'

The corporation uses sensitivity analysis to evaluate the potential effect of

movements in foreign currency exchange ratres and interest rates on the

condensed consolidated financial sLatements' Based on this analysis' a

hypotheticall0percentweakeninginLheU.S.do].laracrossallcurrencies
would}raveresultedina$ro.4mil}ionneElossat'June30,2000.
Alternatively, a hypothetical 10 percenL strengthening in the u's' dollar

across al] currerr.:_L" would have resulted in a $9.L million net gain at June

30, 2ooo. Ttrese gains and losses would generarly be offset by fluctuatsions

in trhe underlying currency transactions'

At,fune 30, 2OOo, the corporation had long-term debt of $1,759 mil-Iion' of

which $15 mitlion was variabl-e-rate debt. A l-o percent increase in market

interest rates would have decreased the net fair market value of fixed-rate
debt instrumenEs by g1-02 milrion at June 30, 2OOO, and a 10 percent decrease

in market interest rates would have increased the net fair market value of

fixed-ratedebtinstrumentsby$l-l-5millionat'June30'2000'

9l_e_1_o-o-!c---:C-o-r9o-r-1ts-e-

on August 3, Lggg, the Corporation and The Dow ctremical company ("Dow")

entered an Agreemenu and plan of Merger providing for the merger of a

subsidiary of Dow \^rith and into the eorporagion. As a result of the merger'

thecorporauionwiflbecomeawhol}y-ownedsubsidiaryofDowandthe
corporation,s shareholders wiII receive 1'611- Shares of DOw Common stock for
each share of ucc common stock they own as of the date of the merger' on

December 1, !9g9, the corporation's shareholders approved the merger' On May

3,2ooo,theEuropeanCommissionapprovedthemergersubjecttothe
divestiture of certain assets and the licensing of certain technology' The

merger is still subject to certain additional conditions including review by

anuiUrust regulatory authorities in the United States' The transaction is
intended to gualify as a tax-free reorganization for United States Federal

income tax purposes and is expected to be accounted for under tshe pooling-of-
intserests method of accounting'
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gP_ecialtsies and Int,ermediat,ee

Millions of dollars,
except as indicated

Segment revenues
Depreciation and amortization
Partnership income (loss)
Operating profit
Income (loss) from corporate

investments carried at equiEy
Unit variable margin (cents/pound)
Fixed cost per pound of products

sold (cents/pound)
Capital expenditures

Ouarter Ended
.tune 30, June 30,

2000 L999

Six Months Ended
ilune 30, ilune 30,

2000 t999

$L, 1_25

67
I

92

(2)
18.6

r_3 .3
47

$1, 035
62
(2)

r-8 8

22.7

13 .0
93

i2,233
134

10
L74

(1)
18. 8

L3 .1
1_l_5

$2 , 07O
L25

2
396

4
24.3

r-3.5
L62

S&I segment revenues increased 8.6 percent for the quarter ended rfune 30, 2OOO
compared with the same quarter in L999, the result of a L0.4 percent increase
in average sellj-ng prices part.ially offset by a r.6 percent decline in volume.
Revenues of the S&I segment for the first half of 2OOO, compared with the same
half of L999, increased 7.9 percent on a 6.L percent increase in average
selling prices and a L.7 percent increase in volume. Although average selling
prices increased from the prior year's second quarter and first, half, the
increases were insufficient to offset the continuing increases in purchased
material and energy costs and the impact of the strong United States dollar on
competitive internat,ional pricing.

Increases in partnership income for the three and six mont,h periods ended ,June
30, 2000 compared with the same periods in L999, reflected bett.er results from
the UOP and Petromont partnerships. The second guarter of 2000 reflected
Iower losses from Aspell, resulting from a costs-savings program completsed in
the beginning of 2000.

Operating profit for the quarter and six month periods ended June 30, 2OOO
includes a $12 million gain on shares received and sold in connection with the
demutalization of Met Lj-fe, a provider of certain employee benefit programs.
Operauing profit for t,he quarter and six month period ended ifune 30, L999
includes a $12 million net gain from a litigation set,tlement.

_og_t_1_o_qk__aSp_e_c_1_4_t_i_e_E__q_I_!!gIqglf qlee

Looking ahead t,o the third quart,er, it is anticipated that the S&I segment
will benefit from increases in average selling prices and volumes, somewhat
offset by continued high purchased material and energy costs.
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F3rg-r-c--CJr-e-qr-c-a1-s--q-P-o-lAeEq

Millions of dollars,
except as indicated

Segment revenues
Depreciation and amortization
PartnershiP income (loss)
operating Profit (Ioss)
Income (1oss) from corPorate

investments carried at equity
Unit variable margin (cents/pound)
Fixed cost Per Pound of Products

sold (cents/Pound)
Capitral exPenditures

Ouarter Ended
,fune 30, ,June 30,

Six Months Ended
.tune 30, ,fune 30,

2000 L9992000

$ 6ss
35

1
74

45
t-1 .5

6.3
80

1999

$435
33
(2\

(42)

(18)
4.7

>-z
r_L5

$L,263
70

2

104

83
10.5

$ 8s7
74

(7s)

(s4)
5.2

6.2 5.2
206 2't 9

Revenues of the Bc&P segment for the second guarter of 2ooo increased over the

same quarter of 1999 as the result of a 46 - 0 percent increase in average

customersellingprices,slightlyoffsetbyar.TpercenEdeclineincustomer
volume. BC&p segirent revenues flr uhe first harf of 2000 increased over the

same period in 1999 on a 45.L percent increase in average customer selling
prices and a 2.8 percent decline in customer voLume' unitr variable margi-n was

positively affected by Uhe strong increase in average cusUomer selling prices'

which more t,han offset the increasing cost of raw materials and energy'

Decrines in customer volume for the quarter and six month comparative periods

reflected the reduction in ethylene oxide/glycol volume, which is now being

producedandsoldbyEQUATE,thecorporation'sjointventureinKuwait.

Income from corporate investments carried at equity increased substantially
from a loss in t.he three and six montrh periods ended June 30 ' t999 to income

for the same periods of 2ooo. This increase represents better performance at

EQUATE and Polimeri Europa, where demand was surong and increases in average

selling prices were experienced. Additionally, trhe corporation's EQUATE joint

venturl tenefits from advantaged raw maEerial supply contracus.

operat'ingprofitfortheguarterandsixmonthperiodended;rune30,2000
includes a $6 million gain on shares received and sold in connection with trhe

demutarizat,j.on of Met Life, a provider of cerLain employee benefit programs'

py-t-1-o-oJ<-----B-qs-i-c--C-[e-qa-c-e!8--E-P9lf4!q

The corporation anticipates that results for the third quarter will reflect a

reduction in average cusLomer selling prices and the continued high cost of

raw materials and energy, which may be partriarry offset by higher customer

volumes. Income from corporate investments carried at eguity are expected to

be lower than second quarter 2000 levels '
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Environnenta]-

Estimates of future expenses related to environmental prot,ection for
compliance with Federal, state and local laws regulating soLid and hazardous
wastes and discharge of materials to air and water, as well as for waste site
remedial activities, have not changed materially since December 3L, l-999.
The reliability and precision of the loss estimates are affected by numerous
factors, such as different stages of site evaluaEion, the allocation of
responsibility among potentially responsibl-e parties and the assertion of
additional claims. The corporation's environmental exposures are d.iscussed.
in more detail in the "Commitments and Contingencies" footnote to the
financiar statements on pages 10 through 12 of this report on Form 1o-e.

l_c_e_o_u_g_t_i_ng_C_llqqge_a_

Effective rTanuary 1, L999, the corporation adopted the provisions of the
American Institute of Certified Public Account,ants' Statement of position
('SOP") 98-5, rrReporuing on the Costs of Start-Up Activities.n This SOp
reguires the expensing of certain costs, such as preoperating expenses and
organizational costs associated with an ent,ityts start-up activities. In
accordance with this SOP's provisions, on ilanuary 1, Lgg9, the corporation
recognized a charge of $27 milLion (920 million after-tax) as a cumulative
effect of change in account,ing principle, the majority of which represented
formation cosLs associated with tshe corporation,s joint ventures.

In l-998, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards (r'SLatement") No. j-33, "Accounting for
Deri-vative InsLruments and Hedging Activities." It, reguires that an entity
recognize al1 derivative instruments as either assets or liabilities in the
statement of financial position and measure those instruments at fair value.
This Statement, as amended by Stat.ement No. l.'3'I , 'rAccounting for Derivative
Instrumentrs and Hedging Activities - Deferral of the Effective Date of FASB
Statement No. 133, tr and Statement No. 138, rrAccounting for Certain Derivative
fnstruments and Certain Hedging Activities - an amendment of FASB Statement
No. 133, rr is effective for all fiscal quart.ers of fiscal years beginning
after .fune 15, 2000. The corporation is currently evaluating the effect
Statement No. L33 will have on its financial position and results of
operations in the period of adoption.

In 1999, the Securities and Exchange Commission issued Staff Accounting
Bulletin (ilSARt') 10:-, rrRevenue Recognition in Financial Stat,ements,'r which
summarizes the st,aff's views regarding the application of generally accepted
accounting principles to selected revenue recognition issues. The corporatj.on
is evaluating whether SAB 101- will cause any change in its revenue recognition
policies and procedures.

_F-;r-3_agr_c_i_a_1__c_o_r{i_t_i_o_q_:_qUEe_3_qr_?qqg

Cash flow from operations for the first six months of 2000 was g259 million,
an increase of $11 million from the same period in L999. This increase is
principally the result of a decrease in working capital requirements and an
increase in income before the cumulative effect of change in account,ing
principle, partly offset by a decrease in net noncash charges to income,
principally resulting from inereases in undistributed earnings of the
corporation's joint, ventures and the reduction in pension expense.

Cash flow used for investing totaled $422 million, a decrease of 912 million
from $434 million in the comparable period of 1999. This decrease is
principally due to a decrease in capital expenditures and an increase in t.he
sale of available-for-sale securities partially offset by an increase in
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investments,advances..acquisitions.Fundingofmajc;apitalprojectsin
thefirsthalfof2000andlgggincludedanewolefinsfacility,beingbuilt
jointlywiLhNOVAChemicalsCorporation,andapolyolefinsproject,bothin
Canada.Theincreaseininvestments,advancesandacquisitionsrelates
principallytothecorporation'sfundingofitsshareofthecostofthe
Ma1aYsian joint ventures'

At,June 30, 2ooo, the corporatsion had approximately $217 million in

commitments related to aulhorized construction projectss and investments'

ThesecommilmentsareanticipatedLobesourcedthroughoperatingcashflows.

Cashflowfromfinancingwas$18omilIionforthefirsthalfof2000,as
comparedwith$1-TSmillionforthesamehalfof]-999.Thefirsthalfof2000
primarilyincludedcashreceivedforissuancesofcommonstockof$20million
and net borrowings of 9215 million offset by cash paid for dividends of

961 million. rnl tirst half of 1999 included net proceeds of $250 million

fromtheApri}issuanceof6.TopercentPublicNotes,commonstock
repurchasesof$5omillion,cashdividendstotaling$60millionandnet
repa)mentsofdebt,excludingtheapril]-gggissuanceof5.TopercentsPublic
Notes, of $3 million'

Thecorporation,sratioofdebttototalcapitsalwas50.3percentat.'une30,
2oooascomparedwith4g.gpercentatDecember3l,Lggg.At.rune30'2000
therewerenoborrowingsoutstsandingunderts}reexistingmajorbankcredit
agreement aggregating $r billion'
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PART IT. OTHER INFORIVIATION

It,em 1 . -I1ega1__P_1o_q99{149q

See Note 5 to the corporation's consolidat,ed financial statements
on pages 10 through 12 of this report on Form LO-Q.

Item2.-c_ltqngeS__i_q_S_e_c_g5f qf 9E_egg_pgg_9_f _!_r_o_c_e_e$.5;.

(c) On May 16, 2000, the corporation issued 562 shares of Union
Carbide Corporat.ion common stock to a participant under the
Union Carbide Non-Employee Director's Compensation Deferral

:El #'il:":"::,:i:.:"il: :: li:,:'an 
in reriance on section

I tem 5 . -r_411i!_i_t_s_ _eqq _BepglEq _9!_ Egfgr_ 9_-S
(a) Exhibits.

The following exhibit is filed as part of this report:

27 Financial Data Schedule

(b) The corporation filed the following current reports on Form
8-K for the three months ended .fune 30, 2000:

l-. Form 8-K dated April 25, 2000, contained the corporation's
press release dated April 25, 2000.

2. Form 8-K dated May 1, 2000, contained the corporation's
press release dated May 1, 2000.

3. Form 8-K dated.fune 14, 2000, contained a joint press
release issued by the corporation and The Dow Chemical
Company dat,ed .tune 14, 2000.
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SIGNATT'RE

PursuanttothereguirementsoftheSecuriEiesExchangeActofLg34,the
Registrant has dulf caused this reports to be signed on its behalf by the

unlersigned thereunto duly authorized'

lErIgII__cI[E]_r_D!__c-o-qP-oltlulr-o-ry
(Registrant)

DaLe : Aqgqs-t- -t,- -2-o-q.q
By, /s/ Jollu:L K. wulff

.'OHN K. WULFF

vice-President, Chief
Financial Officer and
Controller
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EXHIBIT 27

4nncler s

<!ECEllD>

fiiis schedute contains sq111ary finarrciat information cxtracted frqn Unim

carbide corporationrs Fonn 10-0 for the quarter etded Jue 30, 20(X1, end is

Giratified in its entirety by referencc to sttch finarrciat statements.

</IEGEIID>

<ctK> 0000100790
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0
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2180
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0

0
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?ffi
282<t1>

0
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0

0

0
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<Fl>gther expenses are equat to research ard devetoFnent of 378 ard depreciation

ard enprtization of $204.
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